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Another Way to Spdll “ Rdlief” . E-P-C-R-S

Perhapsin somefutureworld, an employer will purchaseapensionplan, plugitin, stand
back and casudly watch itssmooth, flawlessoperation. But today, any employer witha
plan knowsthisisnot thecase: apension planiscomplex and you as plan sponsor need
to beever-vigilant - bothtoitsform and toitsoperation. First, your planissubject to
occasional renovation aspension lawsand rulesget changed. And, second, you cannot
simply let down your guard because your plan isstate-of-the-art: oncelaunched, your
plan must a so be operated correctly and in accordancewith itswritten terms.

ThelRSrecognizesthechallenge. Eventhose employerswho sponsor large plansand
have hired crews of experts—administrators, attorneys, actuaries—occasionaly have
their plansdrift off course: new law provisionsmight not be adopted timely; igible
employees might not participatejust when they should; distributionsmight be madewhen
they shouldn’t be made—such arejust afew of the common failuresthat may occur.

ThelRSiswell awarethat mistakes can and do happen. That’swhy the|RShasin
placeasystemthat letsyou bring your plan back into compliancewithout losingitstax
benefits. the Employee Plans Compliance Resolution System, or “EPCRS’. EPCRS
encompassesthreedistinct correction programs: 1) the Self-Correction Program; 2) the
Voluntary Correction Program; and 3) theAudit Closing Agreement Program.

Thisarticlegivesyou agenerd senseof which
direction you need to go and what you' || need to do
inorder to get your plan back into thefold of
compliance. Anexpanded versionof thisarticleis
posted under the*How Do | Fix aPlan Mistake?’
section of the* Retirement Sourcefor Plan
Sponsors’ portion of the Retirement Plansweb
page at www.irs.gov/ep.

|dedlly, thefailurewill beresolvable under the Self-
Correction Program, or “ SCP”, becauseyou: 1) do
not contact the IRS and 2) do not pay any feetothe
IRSasapenalty for thefailure.



http://www.irs.gov/ep

In short, when
it comes to
plan mistakes,
mid-audit is
not the time
to start
thinking
seriously
about self-
correction.

To see the
“director’s cut”
- an expanded
version - of this
EPCRS article,
go to the
“Retirement
Source for Plan
Sponsors/
Employers” at
the Retirement
Plans web page
and then click
on “How Do |
Fix a Plan
Mistake?”.

Sound good? Well, yes, but not all planfailuresareequal, or equaly digiblefor SCP. The
EPCRS Revenue Procedure providestheéigibility requirementsfor using SCPbut,

generadly, sdlf-correctionislimited to operationd failures—i.e., thefaluretofollow thetermsof
theplan—andthefailuremay be* significant” but must not be* egregious’. (Theprocedure
giveshepful hintsregarding the difference between “significant” and“ egregious.”) Also, sdif-
correctionisavailable, generdly, only for plansnot currently under examination by the |RS.

If you areeligibleto correct under the SCP, then you must correct —or at least substantially
correct —thefailurewithin two yearsof the end of the plan year in which thefailure occurred.
Your correction must bein accordancewith the* General Correction Principles’ listedinthe
procedure. (Appendix A of the procedure describesthe most common operational failures
and the acceptabl e correction methods.) Insignificant operational failuresare, of course, also
eligiblefor sdlf-correction.

Butwhat if theplanfailureisnot eligiblefor relief under the SCP? Say, if thefallureis
operational but egregious, or isn’t operational at all but, rather, aplan document failure (late- or
non-amendment, for example)? There' s<till room for you under the EPCRSumbrella: the
Voluntary Compliance Program, or “VCP’, may alow youto bring your planintotheRSfor
correction.

Is your plan ailing? If so, give it a shot of vitamin EPCRS.

Unlessyou’ vedready been notified that your planisunder examination, you should still beable
to correct but you will need to contact the IRS. The procedurewill giveyou preciseinstructions
regardingwhat you' [l need to provide, and whereto mail the submission. Youwill haveto
identify each failureand itsduration, indicate what correction you have made or proposeto
make and indicate what specific measuresyou have taken to ensurethat thefailurewill not
happen again. And wherethe correction involves making changesto your plan document, you
will a'somost likely need to submit smultaneoudy adetermination | etter gpplicationwithits
applicablefee. Finaly, youwill aso haveto include payment of apre-established feebased on
thenumber of participantsinyour plan, asspecified in the procedure.

ThelRSwill review your application and will provide acompliance statement setting forththe
agreed termsof correction. Among other things, thisdocument will statethat any proposed
correction must be madewithin 150 daysfrom the date the Statement i sissued.

Thereremainsone, lessattractive, way for you to correct failuresinyour plan: enteringintoa
“ClosingAgreement” under theAudit Closing Agreement Program, or “ Audit CAP”. Audit
CAPisfor afalurediscovered by the RS, typically during an examination of aplan. After the
IRSuncoversafailureand the plan facespotentia disqudification, youmay begiventhe
opportunity to makefull correction and to pay asanction amount negotiated with the IRS,

basi cally apercentage of thetax that would be dueif the plan weredisqualified.

Insummary: Plan mistakeshappen. EPCRSisboththe RS sacknowledgement of thisreality
and astructured approach to dealingwithit. Hopefully, youwon't haveaneedtoturnto
EPCRS, but should that need arise, by all meansdo so. m
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Can’t Find A Beneficiary?
Many employersdiscover that finding missing participants can benext toimpossible. However,
plan sponsorsarerequired to use al reasonable meansto locate aparticipant. Oneoption

How to Subscribe . . .
to Retirement News availableto asponsor isthe IRS L etter Forwarding Program.

for Employers

Thisprogramisavailabletoindividuals, companies, Federa agenciesandisespecialy useful to

The Retirement plan sponsors and administrators, who are attempting to | ocate missing plan participants. For
News for Employers . . . .

will be Issued only requests involving 49 or fewer recipientsthereis no charge.

through IRS e-mail. i L. L.

For your free Sofar, in 2004, the IRS hasforwarded more than132,000 | ettersto missing participants.

subscription, please According to Sharlonda Smith, L etter Forwarding Program administrator, these requestsinvolve

go to the Retirement R ) A .
Plans web page and morethan $11 millionin distributionsto those missing participants.

subscribe on-line by

fglegting s Thel RS Disclosure Office can forward lettersfrom plan administratorsto missing individual sif
for Plans Sponeorer theadministrator providesthefollowinginformation:

Employers” and then . . ..
“Retirement News 1. A brief explanation why they want to usethe program (for example, tolocateamissing
for Employers”. All o ; P A .

editions of the plmpatlupantlsstrffl_aeljt),_ .

Retirement News for 2. Thenamesof themissingindividuas,

Employers wil be 3. Thesocia security numbers(SSN) of themissing individuals; and

Retirement Plans 4. Thelettersbeing forwarded. A separateletter should be addressed to each participant
web page. involved and it should include astatement asking the participant to contact the plan

For your adminigtrator directly.

gonvenience, we 5. Agreeingto pay thefeesinvolved with use of the program.

have included
Internet links to

referenced materials IMPORTANT: The SSN isthekey element used to accessthe right tax account and get a

throughout the mailing address. Theletter cannot beforwarded if a SSN isnot fur nished.
elegtronic version of
Retirement News for If an addressis|ocated, theletter will beforwardedinan IRSenvelope. Therecipient (missing

Employers. These .. . .
links are identified participant) will beadvised that:

on the printed

version by the 1. ThelRSisforwardingtheletter in accordancewith current policy;
underlined text. The 2. Ithasnot divulged therecipient’saddressnor any other tax information, or thefact

may be found at the that theletter haseven been forwarded;
e e Flans 3. ThelRShasnoinvolvementinthematter asidefrom forwarding theletter; and
4.  Thedecisionof whether to respond isentirely up to therecipient.

Dueto disclosurelaws, the |RS cannot providetherequester with
theresultsof themailing. ThelRScanonly statethat it will forward
theletter if an addressfor themissingindividual waslocated. All
lettersreturned undeliverablewill bedestroyed. Notethat the L etter
Forwarding Program cannot be used to collect outstanding plan
paymentsfrom missing participantsunder the Employee Plans
Compliance Resolution System (EPCRS).

TheRetirement Plans web page has moreinformation about
the L etter Forwarding Program. Just click on“Retirement Source
for Plan SponsorsEmployers’ andthengoto“Find aL ost
Participant”.

Because of the high volume of requests, responsetimeisbased on
theoverall workload of the Disclosure Office. m
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Employee Plans (EP) hasgathered all thedollar limit numbersyou need to know but didn’t
know whereto find and put them onthe Retirement Plans web page.

What dowemean by “dallar limits’? Well, for example, you' I find the maximum you can
contributeto an IRA and deduct. Or, you canfind thelimit on compensation that can betaken
into account when figuring out retirement plan contributions (FY I it s$205,000in 2004). We

IRS employees
contributing to this edition
of the Retirement News
for Employers are:

Bob Brambilla
John DeJong
Evelyn DeWald
Larry Isaacs
Joyce Kahn
Teresita Laureano
Peter McConkey
Todd Newman
Mark O’'Donnell
Nancy Payne

havedollar limitsstartingin 1989 and continuing all theway through 2004.

Some of themost requested limitsare the defined benefit and defined contribution dollar
limits ($165,000 and $41,000, respectively, for 2004) and thethreshold for including
eligibleemployeesunder aSEPor SIMPLE plan ($450in2004). However, some
lesser known figuresaregiven aswell. For example, thechart hasthedeferra limit for
section 457 plans($13,000 in 2004) and amountsfor determining whoisa“ Control
Employee” —for purposesof va uing fringe benefits—asdefined by section 1.61-
21(f)(5) of theregulations (for subsection—-21(f)(5)(i), the 2004 amount ($80,000) is
unchanged from 2003 whilefor subsection—21(f)(5)(iii), the 2004 amount ($165,000)
isanincrease from the 2003 amount ($160,000)).

So, if therearesomedollar limitationsthat you have been searching for but didn’t know
whereto look, just click on COLA Table or goto the Retirement Plans web
page, click on Published Guidanceand goto“ Cost-of -Living-Increases’.

P.S. Look for the 2005 figuresto get posted in October or November. m

Irving Porter

Donna Prestia
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Sharlonda Smith
Brenda Smith-Custer
Susan Taylor

Interested in more plain-
language retirement info?

Check out our ever-growing

stock of pubs, brochures and

other help-filled products.

Just go to “Forms and Pubs”
by clicking on “Retirement
Source for Plan Sponsors/

Employers” on the Retirement

Plans web page.

Product Profile —
401(k) Plansfor Small Businesses Publication

Areyou cons dering establishing a401(k) plan for your small business? Doesyour
small business sponsor a401(k) plan? Do you have questions about some of the
rulesand requirementsof your 401(k) plan?

ThelRSand the Department of Labor’s Employee Benefits Security
Administration (EBSA) haveissued ajoint publicationto provide answersto your
questions. 401(k) Plansfor Small Businessesisaplain-language publication that
providesbasicinformation on establishing and operating 401(k) plans, such as
adopting awritten plan, contribution limitsand fiduciary responsbilities. 1t also
describesthreeavailable 401(k) plan designs—traditional, safe harbor and
SIMPLE 401(k) plans—and discussesthe features and advantages of each. In
addition, it discussesthe DOL and | RS correction programsthat hel p 401(k) plan
sponsorsfix planerrors, protect participants and keep the plan’ stax benefits.
Findly, the publication providesadditional resourcesif you need morein-depth
informetion.

Thispublication, aswell asadditional information on 401(k) plans, can befound ontheIRSand
EBSA websites, www.irs.gov/ep and www.dol.gov/ebsa. Copiesof the publication
can beordered by calling either (800) 829-3676 (IRS) or (866) 444-3272 (EBSA). Both
numbersaretoll-free.m
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Welcometo Net Gains, the column devoted to providing you with thelatest Retirement
Plans web pageinformation.

For those of you new to the Retirement Plans web page, this portion of theIRSweb site
containsamost everything you want to know about retirement plansbut didn’ t know whereto
findit.

For example, arecent additionto the Retirement Plans web pageis:

The “Retirement Source for Plan Sponsor YEmployers’

Atthe Source, you' Il find info targeted just for you: theemployer or businessowner. Amongthe
informationyou'll find at the Source are:

FAQs(and answers) on retirement plans,
Various“How Dol ...” topics,

Retirement seminar sgeared toward small businesses,
Formsand Publications; and

Much, muchmore

So, if it’ sretirement information you need, go direct to the Source.
Event Index

I nterested in attending an educational event whereyou can hear an IRS specialist speak about
Retirement Plans or where you can have aone-on-one discussion with an agent and pick up our
latest promotional products? Thenvisit the Source at the Retirement Plans web page and
sdlect the new “Upcoming EP Educational Events’ to seealist of speeches, pand's, workshops
and exhibiting eventswhere RS Employee Planswill be present. Thelist providesthenname,
date and location of the event. It also providesacontact person who can giveyou additional
informationontheevent. m

New Programto Assist Small Employerswith Their
Retirement Plans

The Department of Labor’s(DOL ) newest compliance assistance program — Getting I t Right
—Know Your Fiduciary Responsibilities—will increase awareness and understanding about
thebasicfiduciary respons bilitieswhen operating aretirement plan.

Gettingit right, however, can bechalenging. Thisisespecialy truefor small and medium sized
employerswho havelimited time, resources, and accessto professional help with benefit
programs.

Specificdly, gettingit right means:

* Understanding your planand your responsibilities;

» Carefully sdecting and monitoring service providers,

» Making contributionsontime;

* Avoiding prohibited transactions; and

» Making appropriate disclosuresto plan participantsand filing annual reportstothe
government ontime.

The Department’ snew program combinesfree seminarsaround the country, new educationa 5
materials, and adedicated webpage. With thevaluable participation of DOL's partners,
Getting It Right will offer ahel ping hand to those who want to do theright thing.
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Thefree, one-day seminarscurrently scheduled are Burlington, M assachusettson
September 8; Phoenix, Arizonaon September 23; and Kansas City, Missouri on October
5. Theseminarsareopento thefirst 200 registrants. ThelRSwill join DOL/EBSA at the
seminarsto discussthekey tax qualificationissues. Therewill asobeadiscussion of both
agencies voluntary correction programs. Seethe seminar agendabe ow for more
information or go to www.dol.gov/ebsa for theregistration pamphlets. For questions

or toregister for the seminars, contact NormaMannix, Coordinator, Fiduciary Education
Campaign, Tel. (202) 693-8684, Fax: (202) 219-8141, or Email:
mannix.norma@dol.gov

All attendeeswill receiveakit of information that includestwo new publications—*Meeting
Your Fiduciary Responghilities’, and“ Selectingan Auditor for Your Employee Benefit
Pan.” Inaddition, thereisasgnificantly expanded publication, “ Understanding Your
Retirement Plan Feesand Expenses.” The* Reporting and Disclosure Guide” andthe
“Retirement Plans Correction Programs’ publicationsareasoincludedinthekit. The
publications areavailableelectronicaly or by calling toll-free (866) 444-EBSA (3272).

The Department’s Employee Benefits Security Adminisirationissponsoring the Campaignin
partnership with the Society for Human Resource M anagement, the Nationa Federation of
I ndependent Business, the U.S. Chamber of Commerce, theAmerican Ingtitute of Certified

Public Accountants, andthe U.S. Small BusinessAdministration. m

Contacting
Employee Plans

The Retirement News for Employers
welcomes your comments about

this edition and/or your suggestions
for future articles.

Send comments/suggestions to:

EP Customer Education & Outreach
SE:T:EP:CEO Room 4C3
1111 Constitution Avenue, N.W.
Washington, DC 20224
Fax: (202) 283-9525
e-mail:
; .
For EP Taxpayer Assistance

For retirement plans technical
and procedural questions:

Please call (877) 829-5500 or
visit the EP Customer Account
Services section of the
Retirement Plans web page.

For questions relating to retirement
income, IRAs, Roth IRAs,
educational IRAs, medical savings
accounts and section 125

cafeteria plans:

Please call (800) 829-1040

For further Retirement
Plan Information

Please go to the Retirement Plans
web page.

TheFiling Cabinet

Forms—you can't livewith them, you can’t livewithout them. Just likeyou use
formswhen running your business—everything from spreadsheetsto receiptsto
invoices—Yyou a so use someformswhen operating aretirement plan. Andjust as
your businessforms sometimes change, retirement formsa so sometimes change.
Soto help you keep current with retirement form devel opments, we' reintroducing
TheFiling Cabinet. Storiesin TheFiling Cabinet will keep you upto dateon
the stuff you need to know when you' refiling retirement forms. And so, without
further ado, thefirst Filing Cabinet:

Form 5500

TheForm 5500, Annual Return/Report of Employee Benefit Plan, along with
itsrelated schedules and instructi ons has been revised for 2003. Althoughthe
annua revisonswereminor in scope, therewasasgnificant development inthe
way thematerial wasdelivered toitspotentia users.

In adeparturefrom prior practice, the government —IRS, DOL/EBSA and PBGC
—did not mail thetraditional formspackagesthisyear. Instead, postcards

reminding filersof their reporting responsibilitiesweremailed todl filersof recordin
early March 2004. These postcardsincluded information on how filers can request
paper copiesof therequired forms, schedulesand instructions.

Thischangewasin responseto feedback from EFAST and thefiling community
that indicated an ever-increasing trend among filersto use EFA ST-approved
software as opposed to the government-printed material .
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Additional information onthe Form 5500 and Form 5500-EZ (including an updated list of
filing tipsand the“ Troubleshooter’ sGuideto Filing the ERISA Annua Report”) can befound at
“Form 5500 Information” by clicking on“ Retirement Sourcefor Plan Sponsors/Employers’ on
the Retirement Plans web page. The EBSA web page www.dol.gov/ebsa also has
Form 5500 information. Copiesof theforms, schedulesand instructionsareaso availablefrom
the IRSby calling (800) TAX-FORM.

AreYou Using the Correct

Address?

Common Mistakes in Preparing Form 5330

Filers of Form 5330 (Return of Excise Taxes Related to Employee
Benefit Plans) commonly makethefollowing mistakesor errorsin preparing

Speaking of Form 5330 - and, frankly, |  their returns;

whoisn't?-filersof thisformare

reminded that the correct addresstouse | ° Failureto sign the Form 5330.

whenactudly filingthereturnis:

* Leaving plan number blank or using aninvalid plan number.
» Using asingle Form 5330 to report two or more excisetaxesthat do not

Internal Revenue Service Center havethe samefiling due date and therefore may not befiled together.

Ogden, Utah 84201

* Failureto completeLines12a-12cin Part 1 when thereistax reflected on

The Where To Fileinstructionswere Line(s) 1-11. . . . .
updated in March 2002 and can befound * If Part VIl isapplicable, failureto check appropriate box on Line 26a

on page 2 of the Instructions for

(discrete or not discrete prohibited transaction) and Line 27 (corrected all

Form 5330.

Returnsmailed totheformer service
centersexperienceddaysin

processing. m

prohibited transactions).
 Confusionintherelationship between Parts V11 and I X of the Form 5330.

For further information, seethe Form 5330 Instructions by visiting the
Retirement Plans web page and clicking on the“ Retirement Sourcefor
Plan SponsorsEmployers’. m

Short Stories

Wel come back to Short Stories: thebest in brief intheworld of retirement. Our topicsinthis
editioninclude:

SB/SE Tax Calendar: TheRS s Small Business/Self-Employed Division hasan
information-filled web site, www.irs.gov/businesses/small, that hastons of material
designed just for small businessowners. Oneof the many helpful sectionsontheir siteisthe
Tax Cdendar. Thecalendar includesimportant dates, filing tipsand remindersfor thesmall
businessowner.

TheTax ForumsareHere: The IRS Nationwide Tax Forums are now being held.
Asof presstime, thereare three remaining Forums scheduled for New Orleans, San
Antonio and LasVegas. The Forumsaredesigned for tax practitionerswhose customers
areprimarily inthesmall businesscommunity. Topicsat thisyear’ seventsincludefiling,
preparing and appealing. The EmployeePlansdivision of IRSwill present seminarson“The
ABCsof 401(k)s’ and “No Fuss Retirement Plans’.

ACT I11: TheAdvisory Committee on Taxation (ACT) isacouncil of private sector
professionalsthat provides EPand the Tax Exempt/Government Entities (TE/GE) operating
division of the [RSwith recommendationsand suggestionsfor improving customer service.
Recently, the newest incarnation of ACT —thethird such one—posted itsreport onthe
Retirement Plans web page. Includedinthereport are ACT sideasfor plan
checkligts; the Retirement Plansweb page; and plain-language small businessretirement plan
publications.

For moreinformation onthe ACT Report, gototheRetirement Plans web page, click on
“MoreTopics’ andgoto“Reportsof theACT” . m



http://www.dol.gov/ebsa
http://www.irs.gov/ep
http://www.irs.gov/pub/irs-pdf/f5500.pdf
http://www.irs.gov/pub/irs-pdf/f5500ez.pdf
http://www.irs.gov/pub/irs-pdf/f5330.pdf
http://www.irs.gov/pub/irs-pdf/f5330.pdf
http://www.irs.gov/pub/irs-pdf/i5330.pdf
http://www.irs.gov/pub/irs-pdf/i5330.pdf
http://www.irs.gov/pub/irs-pdf/i5330.pdf
http://www.irs.gov/ep
http://www.irs.gov/businesses/small
http://www.taxforuminfo.com
http://www.irs.gov/ep
http://www.irs.gov/ep

Let’'s Just Take It One Three-Month
Period at a Time

Operating aretirement plan can beatime-consuming job. Therearedeadlines, not just for
0 = contribution  "ePortsand formsbut also for making contributions. Thereare conferencesand seminars. And
then thereisinformation you need to giveto participants.

@ =conference  Soto help you navigatetheretirement plan timeline, hereisour month-by-month look at some
_ of theimportant momentsin themonthsto come. Pleasenotethat al of thefiling dates below
& =fileforms  gefor calendar-year plans- adjust the datesfor non-calendar year plans:

@ August 17-19: 2004 IRS Nationwide Tax Forum, New Orleans, LA

@ August 31-September 2: 2004 IRS Nationwide Tax Forum, San Antonio,
TX

September 8: DOL Seminar: Getting It Right — Know Your Fiduciary
Responsibilities - Burlington, MA

b September 15: Deadline for making final required minimum contributions
for 2003 calendar-year money purchase and defined benefit plans.

@ September 14-16: 2004 IRS Nationwide Tax Forum, Las Vegas, NV

September 23: DOL Seminar: Getting It Right — Know Your Fiduciary
Responsibilities - Phoenix, AZ

October 5: DOL Seminar: Getting It Right — Know Your Fiduciary
Responsibilities - Kansas City, MO

= October 15: File the 2003 Form 5500, Annual Return/Report of Employee
Benefit Plan or Form 5500-EZ, Annual Return of One-Participant Pension
Retirement Plan with DOL/EFAST for those who filed for a 2 1/2 month
extension prior to July 31.

.4 October 15: Third quarterly contribution due date for 2004 calendar-year
defined benefit plans.

November 1: Last date for employers with SIMPLE IRA plans or SIMPLE
401 (k) plans to notify eligible employees of salary reduction rights and of
the type of employer contribution to be made.

For a comprehensive list of upcoming EP Educational Events, visit the
Retirement Plans web page, select “Retirement Source for Plan
Sponsors/Employers” and then “Upcoming EP Educational Events”. m
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